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HOUSE BI LL 1510

St ate of WAshi ngt on 590th Legislature 2005 Regul ar Sessi on
By Representatives Murris, Quall, B. Sullivan and Chase

Read first tine 01/ 26/ 2005. Referred to Comm ttee on Fi nance.

AN ACT Relating to the property taxation of nonprofit entities;
amendi ng RCW 84. 36. 030, 84. 36. 031, 84.36.800, 84.36.805, and 84. 36. 810;
and reenacting and anendi ng RCW 84. 36. 037.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCWB84.36.030 and 1993 ¢ 327 s 2 are each anended to read
as follows:

The followng real and personal property shall be exenpt from
taxati on:

(1) Property owned by nonprofit organizations or associations,
organi zed and conducted for nonsectarian purposes, which shall be used
for character-building, benevol ent, protective or rehabilitative soci al
services ((directed—at—persons—oft—alt—ages)). The sale of donated
mer chandi se shall not be considered a commercial use of the property
under this section if the proceeds are devoted to the furtherance of
t he purposes of the selling organization or association as specified in
t hi s paragraph.

(2) Property owned by any nonprofit church, denom nation, group of
churches, or an organi zation or association, the nenbership of which is
conprised solely of churches or their qualified representatives, which
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is utilized as a canp facility if used for organized and supervised
recreational activities and church purposes as related to such canp
facilities. The exenption provided by this paragraph shall apply to a
maxi mum of two hundred acres of any such canp as selected by the
church, including buildings and other inprovenents thereon.

(3) Property, including buildings and i nprovenents required for the
mai nt enance and safeguarding of such property, owned by nonprofit
organi zati ons or associ ations engaged in character building of boys and
girl's under eighteen years of age, and used for such purposes and uses,
provi ded such purposes and uses are for the general public good:
PROVI DED, That if existing charters provide that organizations or
associ ations, which would otherwi se qualify under the provisions of
t hi s paragraph, serve boys and girls up to the age of twenty-one years,
then such organizations or associations shall be deened qualified
pursuant to this section.

(4) Property owned by all organizations and societies of veterans
of any war of the United States, recognized as such by the departnent
of defense, which shall have national charters, and which shall have
for their general purposes and objects the preservation of the nmenories
and associations incident to their war service and the consecration of
the efforts of their nenbers to nutual hel pfulness and to patriotic and
community service to state and nation. To be exenpt such property nust
be used in such manner as may be reasonably necessary to carry out the
pur poses and objects of such societies.

(5) The use of the property for pecuniary gain or ((te—prenste))
for business activities, except as provided in this subsection ((4)))
(5), nullifies the exenption otherw se available for the property for
the ((assesshent—year)) calendar nonth in which the use occurs. The
exenption is not nullified by:

(a) The collection of rent or donations if ((t+he—armeunt—+s

funds collected are used for capital inprovenents to the exenpt
property, nmaintenance and operation of the exenpt property, or for
exenpt purposes.
(b) Fund-raising activities conducted by a nonprofit organi zation.
(c) The rental or wuse of the property for pecuniary gain for

( ( per+ods—of—not—mrethanthreedays—+ha—year)) business activities,

or by individuals, qroups, or organizations for private or public
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purposes for a maxinnumof fifteen days each assessnent year so long as
all inconme received fromrental or use of the exenpt property is used
for capital inprovenents to the exenpt property, maintenance and
operation of the exenpt property, or for exenpt purposes.

(d) An inadvertent use of the property in a manner inconsistent
with the purpose for which exenption is granted, if the inadvertent use
is not part of a pattern of use. A pattern of use is presuned when an
i nadvertent use is repeated in the sane assessnent year or in two or
nore successi ve assessnent years.

((65))) (e) In a county with a population of less than thirty
thousand, the rental or use of the property by nonprofit community
groups or other nonprofit organizations that mght not qualify for
exenption if they owned the property so long as the use of the property

does not result in pecuniary gain, does not involve business
activities, and provided such uses are for the general public good and
all incone received fromrental or use of the exenpt property is used
for capital inprovenents to the exenpt property, naintenance and

operation of the exenpt property, or for exenpt purposes.

(6) Property owned by all corporations, incorporated under any act
of congress, whose principal purposes are to furnish volunteer aid to
menbers of the arned forces of the United States and also to carry on
a systemof national and international relief and to apply the sane in
mtigating the sufferings caused by pestilence, famne, fire, floods,
and other national calamties and to devise and carry on neasures for
preventing the sane.

((66))) (7) Property owned by nonprofit organi zati ons exenpt from
federal income tax under section 501(c)(3) of the internal revenue code
of 1954, as anended, that are guarantee agencies under the federa
guaranteed student |oan program or that issue debt to provide or
acqui re student | oans.

((6H)) (8) To be exenpt under this section, the property nust be
used exclusively for the purposes for which exenption is granted,
except as provided in RCW 84. 36. 805.

Sec. 2. RCWB84.36.031 and 1969 ¢ 137 s 2 are each anended to read
as follows:

Property |eased, |oaned, sold with the option to repurchase, or
ot herwi se made avail able to organi zations as set out in RCW 84. 36.030
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above shall not be exenpt fromtaxation: PROVIDED, That property which
is owned by an organization as set out in RCW 84.36.030 may |oan,
lease, or rent the property to another organization for the sane
pur pose as set out in RCW 84. 36. 030.

Sec. 3. RCW84.36.037 and 1998 c 311 s 19 and 1998 c 189 s 1 are
each reenacted and anmended to read as foll ows:

(1) Real or personal property owned by a nonprofit organization
association, or corporation in connection wth the operation of a
public assenbly hall or neeting place is exenpt fromtaxation. ((Fhe

not—exceeding—atotalofone—-acre)) Wen property for which exenption
is sought is essentially uninproved except for restroomfacilities and
structures and this property has been used primarily for annual
community celebration events for at Ileast ten years, the exenpt
property shall not exceed twenty-nine acres.

(2) To qualify for this exenption the property nust be used
exclusively for public gatherings and be available to all organi zations
or persons desiring to use the property, but the owner may inpose
conditions and restrictions which are necessary for the safekeepi ng of
the property and pronote the purposes of this exenption. Menber shi p
shall not be a prerequisite for the use of the property.

(3) The use of the property for pecuniary gain or ((te—prerpete))
for business activities, except as provided in this section, nullifies
t he exenption otherw se available for the property for the ((assesswent
year)) calendar nonth in which the use occurs. The exenption is not
nullified by:

(a) The collection of rent or donations if ((t+he—ameunt—+s

cereated—by—the—user)) all funds collected are used for capital

i nprovenents to the exenpt property or maintenance and operation of the
exenpt property.
(b) Fund-raising activities conducted by a nonprofit organi zati on.
(c) The use of the property for pecuniary gain ((e+)), to pronote
business activities, or by individuals, groups, or organizations for
private purposes for periods of not nore than ((seven)) fifteen days
((+A—a)) each assessnent year so long as all incone received from

HB 1510 p. 4



©O© 00 N O Ol WDN P

e N
w N R O

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

rental or use of the exenpt property is used for capital inprovenents
to the exenpt property or maintenance and operation of the exenpt
property.

(d) In a county with a population of less than ((ter)) thirty
t housand, the use of the property to pronote the follow ng business
activities: Dance |essons, art classes, or nusic |essons.

(e) An inadvertent use of the property in a manner inconsistent
with the purpose for which exenption is granted, if the inadvertent use
is not part of a pattern of use. A pattern of use is presuned when an
i nadvertent use is repeated in the sane assessnent year or in two or
nore successi ve assessnent years.

({ t4—TFhe—departrent—olb—revenve—shalb—narrowlby—econstrue—this
exerpton—) )

Sec. 4. RCWB84.36.800 and 1998 ¢ 311 s 24 are each anended to read
as follows:

As used in this chapter:

(1) "Church purposes” neans the use of real and personal property
owned by a nonprofit religious organization for religious worship or
related admnistrative, educati onal , el eenpbsynary, and soci al
activities. This definition is to be broadly construed,

(2) "Convent" neans a house or set of buildings occupied by a
community of clergy or nuns devoted to religious life under a superior;

(3) "Hospital" neans any portion of a hospital building, or other
buil dings in connection therewith, used as a residence for persons
engaged or enployed in the operation of a hospital, or operated as a
portion of the hospital unit;

(4) "Nonprofit" means, wi t hout further gualification or
restriction, an organi zation, association or corporation no part of the
incone of which is paid directly or indirectly to its nenbers,
stockhol ders, officers, directors or trustees except in the form of
servi ces rendered by the organization, association, or corporation in
accordance with its purposes and byl aws and the salary or conpensation
paid to officers of such organization, association or corporation is
for actual services rendered and is less than or conpares to the salary
or conpensation of |ike positions within the public services of the
st at e;
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(5) "Parsonage" neans a residence occupied by a nenber of the
clergy who has been designated for a particular congregation and who
hol ds regul ar services therefor.

Sec. 5. RCWB84.36.805 and 2003 ¢ 121 s 2 are each anended to read
as follows:

(1) In order to qualify for an exenption under this chapter, the
nonprofit organizations, associations, or corporations nust satisfy the
conditions in this section.

(2) The property nust be used exclusively for the actual operation
of the activity for which exenption is granted, unless otherw se
provi ded, and does not exceed an anpunt reasonably necessary for that
pur pose, except:

(a) The loan or rental of the property does not subject the
property to tax if:

(i) The rents and donations received for the use of ((the—poertion
ef)) the property are ((reasenable—anddo—not—exceedthermatntenance

loaned—or—rented)) wused for capital inprovenents to the exenpt
property, mai nt enance and operation of the exenpt property, or for
exenpt purposes; and

eMﬂed—by—%he—e#gaﬂ+za%+en—%e—mh+eh—+%—+s—¥eaned—e#—#en%ed)) The | oan or

rental of the property does not inpair, restrict, or prevent the use of
the property for activities for which exenption is granted; and

(iii) The loan or rental is to a nonprofit organization
association, or corporation as defined in RCW 84. 36. 800(4);

(b) The use of the property for fund-raising activities sponsored
by a nonprofit organization, association, or corporation as defined in
RCW 84.36.800 is not restricted and does not subject the property to
tax if fifty-one percent or nore of the profits realized fromthe fund-
raising activities are ((eenststent—wththe purpeses—for—which—the
exerpt+on—ts—granted)) disbursed to the nonprofit organization,

associ ation, or corporation sponsoring the fund-raising activities or
are used for capital i nprovenents to the exenpt property, for
mai nt enance and operation of the exenpt property, or for exenpt

pur poses;

HB 1510 p. 6



©O© 00 N O Ol WDN P

W W W W W W WwWwwWwWwWwWMNDNDNDNDNDNMNDNMDDNMNMNDNMNMNMNMDNEPRPPRPEPRPRPRPPRPEPRPRERPPRPRE
0O N O WNPEFP O OOWwuNO O P WNEPEOOOWOOLwWMNO O owDNDER.Oo

(c) The rental or use of the property for pecuniary gain, for
business activities, or by individuals, groups, or organizations for
public or private purposes for a maximum of fifteen days each
assessnent year does not subject the property to tax if the rents and
donations received are used for capital inprovenents to the exenpt
property, maintenance and operation of the exenpt property, or for
exenpt purposes;

(d) Use of the property for prograns provided by independent
contractors does not subject the property to tax if the prograns are
conpatible and consistent with the purposes of the exenpt organization,
association, or corporation and program fees, as determ ned by the
exenpt organi zation, association, or corporation, are used to offset
program expenses, for maintenance and operation of the exenpt property,
or for exenpt purposes.

(3) The property must be irrevocably dedicated to the purpose for
whi ch exenption has been granted, and on the |iquidation, dissolution,
or abandonnent by said organization, association, or corporation, said
property will not inure directly or indirectly to the benefit of any
shar ehol der or i ndi vi dual , except a nonprofit or gani zat i on,
associ ation, or corporation which too would be entitled to property tax
exenpti on. This property need not be irrevocably dedicated if it is
| eased or rented to those qualified for exenption under this chapter or
RCW 84. 36. 560 for | eased property, but only if under the ternms of the
| ease or rental agreenent the nonprofit organization, association, or
corporation receives the benefit of the exenption.

(4) The facilities and services nust be available to all regardl ess
of race, color, national origin or ancestry.

(5) The organization, association, or corporation nust be duly
licensed or certified where such Iicensing or certification is required
by | aw or regul ation.

(6) Property sold to organizations, associations, or corporations
with an option to be repurchased by the seller shall not qualify for
exenpt status. This subsection does not apply to property sold to a
nonprofit entity, as defined in RCW84.36.560(7), by:

(a) A nonprofit as defined in RCW 84.36.800 that is exenpt from
i ncome tax under section 501(c) of the federal internal revenue code;

(b) A governnental entity established under RCW 35.21.660,
35.21.670, or 35.21.730;
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(c) A housing authority created under RCW 35. 82. 030;

(d) A housing authority nmeeting the definition in RCW
35.82.210(2)(a); or

(e) A housing authority established under RCW 35. 82. 300.

(7) The departnent shall have access to its books in order to
determne whether the nonprofit or gani zati on, associ ati on, or
corporation is exenpt fromtaxes under this chapter.

(8) This section does not apply to exenptions granted under RCW
84. 36. 020, 84.36.032, 84.36.250, and 84. 36. 260.

Sec. 6. RCWB84.36.810 and 2003 ¢ 344 s 2 are each anended to read
as follows:

(D)((2)) Upon willful cessation of a use under which an exenption
has been granted pursuant to RCW 84.36.030, 84.36.037, 84.36.040,
84.36.041, 84.36.042, 84.36.043, 84.36.046, 84.36.050, 84.36.060,

84. 36. 550, 84. 36.650, 84.36.560, and 84. 36. 570, ((except—as—providedin

b)—ef—this—subseetion-)) the county treasurer shall collect all taxes

whi ch woul d have been paid ((had—the—property—not—been—exenrpt—during
I I ing- he lif : I Rt ot

whi-chever—+s—tess)) in the year cessation of use occurs.

(2) Subsection (1) of this section applies only when ownership of
the property is transferred or when fifty-one percent or nore of the
area of the property loses its exenpt status. The additional tax under
subsection (1) of this section shall not be inposed if the cessation of
use resulted solely from

(a) Transfer to a nonprofit organization, associ ati on, or
corporation for a use which also qualifies and is granted exenption
under this chapter;

(b) A taking through the exercise of the power of em nent donain,
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or sale or transfer to an entity having the power of em nent domain in
anticipation of the exercise of such power;

(c) Oficial action by an agency of the state of Washi ngton or by
the county or city within which the property is |ocated which disallows
the present use of such property;

(d) A natural disaster such as a flood, w ndstorm earthquake, or
other such calamty rather than by virtue of the act of the
organi zati on, association, or corporation changing the use of such
property;

(e) Relocation of the activity and use of another |ocation or site
except for undevel oped properties of canp facilities exenpted under RCW
84. 36. 030;

(f) Cancellation of a | ease on | eased property that had been exenpt
under this chapter; ((e+r))

(g) A change in the exenpt portion of a honme for the aging under
RCW 84. 36. 041(3), as long as sone portion of the hone renmains exenpt;

or

(h) Transfer to an agency of the state of WAshi ngton or the county
or city within which the property is | ocated.

(3) Subsection((s)) (2)(e) and (f) of this section do not apply to
property |l eased to a state institution of higher education and exenpt
under RCW 84. 36. 050(2) .

~-- END ---
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